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National Association of Cost Accountants 


EDITORIAL DEPARTMENT NOTE 


As evidenced by the inquiries coming to the editor’s desk, there is a 
deal of active interest in the group bonus method of paying labor. 
he outstanding achievement of management in its relation to labor today 
has been and is its ability to secure a spirit of co-operation which has 
enabled management to cut cost of production and at the same time 
increase the pay envelop to labor. The group bonus incentive wage plan 
is a good example of the way this is being accomplished. The current 
publication deals with this subject in a practical way. 

The author, Mr. E. H. Tingley, after being graduated from Cornell 
University with the degree of Mechanical Engineer, worked for the West- 
inghouse Electric and Manufacturing Company at East Pittsburgh. 
During the war he spent over three years in the Ordnance Department. 
For the past seven years he has been connected with the Delco-Light Com- 
pany, Dayton, Ohio, having been in charge of the factory budgetary con- 
trol work, and also in an executive capacity in the Works Manager’s office. 

He is co-author with Thomas B. Fordham of the book entitled 
“Organization and Budgetary Control in Manufacturing.” For the past 
two years Mr. Tingley has developed the Foremen’s Magazine, and since 
the first of the year has devoted his full time as editor of this magazine. 
He is also secretary of the National Association of Foremen. 

This talk was given before a recent meeting of the Chicago Chapter, 
National Association of Cost Accountants. 


THE GROUP BONUS AND LABOR STANDARDS 


In fixing labor standards—this word, standard, is almost a a 
misnomer—I think we are in a world today where standards are ‘ 
changing. What is today a standard may not be so tomorrow. a 


But nevertheless we have to have some standards to measure things 
by. ; have to have standards both in business and in our ordi- a 
nary life. 
I want to go back a little in the history of setting labor stand- 7 ; 
ards. For the purposes of this discussion I am going to limit the ' 
subject to a consideration of direct labor. That is the standard j 
dpe in your costs. Your indirect labor, as we know it, comes 
on in the discussion of overhead items or burden. _ 
In fixing these standards, Mr. Frederick W. Taylor, back in : 
1881, saw the need of finding a better way of doing things than q 
to go back through all the records to see how long it took a man to 
do a certain operation. So he decided to use a stop watch. He f 
tried it for two years before he told anybody it was a new method. 
Then he experimented another fourteen years before he announced q 
itto the public. It was in Detroit in 1895 that he spoke for the first 1 
e of using a stop watch and of taking time studies of operations. f 
Again in 1903 he published a contribution on this subject, and by . 
time the manufacturers began to pay a little attention to the ! 
idea which had sprung from Mr. Taylor back at the Midvale Steel 
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Co. in Philadelphia. I think we can feel today that time study is 
being used in the majority of industries that have any standards 
at all for setting their labor rates. 

At first many mistakes were made in setting time standards, 
There was no conception in these standards of methods or equip. 
ment. We took what we had and made time studies on the things 
we had. There was no assurance of a steady flow of material to 
the worker. You cannot set a standard and expect men to work 
half an hour, and then wait around for more work and expect to 
hold them to your piecework rate. Usually time studies were 
taken secretly. Men hid behind boxes and peeped around to see 
what the fellow was doing. They had a watch and they pressed 
it secretly. Some had a glass cage, and a man would sit in it and 
telephone the operations to a man in the office, who kept the time. 
All those things seem ludicrous today, but they had their place 
then, which was mainly to get this time study made, but they failed 
in the big thing of not getting the cooperation of the worker. 
Today we find that we must have the cooperation of the man whois 
going to do this work day in and day out. Those earlier methods 

ve been discarded and we use today the method of calling the 
worker into a conference and working with him. 

Any task entails three elements: (1) What implements we 
are going to use, and whether we have the tools and machinery 
to do it with; (2) How it is done; you want to know whether the 
man is doing it in a certain way and how efficiently he is operating; 
and (3) The length of time required for the operation. In our 
discussion this evening we are going to treat mainly this third 
element, the length of time. That is the most important thing. 
We expect the tools to be in good working order. We expect to 
have a good method, and we expect that there will be a minimum 
expenditure of time and energy on a given task, and I think you 
accountants can demand that of the shop man, to see that he does 
plan his work, his machinery and his methods to take a minimum 
of time and minimum expenditure of time and energy. 

We appreciate fully that the setting of a real standard may 
depend upon the standards of your equipment and your materials. 
I am just leading up to the problems of concerns who do not take 
this into account when they try to set time standards in a hurry. 
You must go back into your materials and machinery before you 
can set any standards which your cost accountant can use over 4 
month of time. In reality that is motion study, and I think the men 
in the shop do not fully appreciate the matter. The time study 
man can teach the foreman and the shopmen in general, chiefly be 
cause he has time to study these operations. He has time to see the 
waste motion. He has time to see the fatiguing postures the men 
have to be in. He is watching all those matters. The foremad 
says, “Here’s the job. I want it out by noon.” 

The thing we ere trying to do is to see the thing in its broad 
viewpoint. Time study has as its objects: (1) The determination 
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of possible improvements in equipment and conditions; (2) Im- 
provement in actual methods of doing the work, which, as I said, 
is very important ;—I was at Richmond, Indiana, the other day, 
watching some girls in a factory making overalls and khaki uni- 
forms. We were watching girls sewing on buttons. I said, “What 
is this woman working so hard for?” She was really working 
harder than we would want to. The foreman said, “I tried to 
preak her of the habit, but she can’t get any results unless she 
works that way.” She did not consume any effort but she would 
make her arms go and everything in time. She was probably too 
gid to change. We find the factory does need a very careful check- 
up of methods of doing the work—and, (3) A determination of 
the unit time the task should be finished in. Time study should be 
constructive and have as its object the establishment of a fair and 
equitable rate at which the work should be done. This object is 
reached only after each act has been carefully analyzed, made 
convenient and as easy as possible for the operator, and all unneces- 
sary work eliminated. 

I think we are a bit prone in the factory to accept certain 
operations as “father did them,” and we do things that way because 
we feel that is the custom. I believe we need to get this question 
before us from a cost standpoint, to feel we are justified in going 
to the factory man and saying we believe he can do the task, better 
than in the past. 

The fundamental principle is that the greatest gain comes to 
the employer only when the employee gains also, and when the 
responsibility for this gain is equally divided between management 
andthe men. It must not be all on management or all on the men. 
We feel we should divide it equally. Of course management has to 
provide tools, equipment, and material. We believe that, if we thor- 
oughly acquaint our workers in the shop with the objects and aims 
of time study, of setting labor standards, we are going to get far- 
ther than if we just say, “We are operating under this method, 
and here is the price.” We in the Delco Light Co. have recently 
got out a little book on the group bonus wage incentive plan. It 
8a very readable book, with large type, and a man can read it 
at home with his glasses on. It tells him what he is going to do, 
and how he can calculate his earnings and know every day what he 
has earned, and how much money he can count on taking home at 
the.end of the week. This serves the purpose of acquainting the 
man with what we have in mind and what he should have in mind. 

Mr. Taylor, at the start, dealt entirely with piece work. He 

k his operations on a piece work basis. It has developed into 
Various other operation studies, and today we have one of the 
eading types in the group bonus method of wage payment. I felt 
tt would be advantageous if I could tell you more about it. I want 

bring out some points as to how we have operated it in our 
and what it does for us in getting a standard labor cost. 

A group bonus is a wage incentive plan which rewards groups 
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of men in proportion to the achievement of their combined effort, 
That is a really good definition. I want to repeat it, because cer. 
tain phrases have a very great significance. A group bonus isa 
wage incentive plan which rewards groups of men—not individuals, 
but groups of men—in proportion—the more they work the more 
they get—to the achievement of their combined effort—not the 
achievement of their individual effort, but of their combined effort, 
That is really a new idea. It is quite different from the piece 
work plan of “every man for himself and the devil take the com- 
pany.” Weare trying to bring out this new method of cooperation 
whereby the workman will consider the company along with in- 
creased earnings, and will not lose sight of doing good to the pub- 
lic and everybody concerned. 

The group bonus method was put into practice in 1918, and is 


_ now used in about twenty of the General Motors plants, and many 


others. There is no patent on it, and those of you who are inter. 
ested in it can get a copy of this little book. Here is how the plan 
operates. 

We take a group of operators, such as assembly workers, who 
can be arranged along a bench or group of machines. It is a matter 
of grouping certain operations which can be done more or less 
consecutively. We take a standard time for each operation, or each 
man, and combine them into the assembly operation. We add these 
together and allow a certain time allowance for contingencies, such 
as personal service, temporary absences from the machines to get 
new tools, or getting new supplies like screws, etc. These allow- 
ances are made in order to establish a fair, standard time for the 
complete operation. 

When we hire a man we establish a base rate, depending upon 
his ability and efficiency. This base rate is guaranteed per hour. 
Some men get 45c., 48c., and 50c., and we pay our group leaders 
2 cents more an hour. That gives him anywhere from $2.00 to 
$3.00 a week for taking the responsibility of being a group leader. 
The rates are thus set based on the men’s ability. This base rate 
is set according to living conditions in the city. We take for 
granted that Chicago may have higher wages in general than, 
possibly, Dayton; or Detroit may pay more than Kalamazoo, etc.; 
but the base rate depends on the living conditions of the local city. 
You also set it on the basis of the usual earnings men get in the 
industry. You understand the conditions in your city, and you set 
the base rate in proportion to what is a good, fair earning for 
help. You can also set it on the cost which you desire. That is 
very important on a standard cost basis. You can set your base 
rate so your cost can be predetermined—and I will discuss that 
in a few minutes. 

The standard time is the amount of time required by the av- 
erage competent workman to do the operation repeatedly and at 
a fair rate of speed. We say the time required by the “average 
man” to do it “repeatedly, at a fair rate of speed.” We takes 
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group, an average group, and give them the benefit of this 
group efficiency. In figuring the group’s efficiency, we have an 
eficiency composed of credits offset by debits. A group’s credit 
is the number of good pieces that come off the end of the line, mul- 
tiplied by your standard time allowed. If you have allowed half an 
hour for each unit, and they do 100 units, they have 50 hours to 
their credit. The debits are the actual time consumed by the 
group in doing the work. If you have a 9-hour day, and you have 
5 men, and they finish 100 pieces in a day, they have 45 hours 
debited. But they have 50 hours credits. Dividing one by the 
other, you get their efficiency. That efficiency determines how much 
bonus they will receive, based on their rate of earnings. An illustra- 
tion will show how this works out. Suppose we have a man work- 
ing 50 hours a week as a leader and getting 52 cents an hour. He 
gets $26 for his base rate earnings. Another man works 41 hours. 
He was sick one day, and he was only getting 50 cents an hour. 
That nets him $20.50 for his base earnings. They have made 
a group credit of 125% efficiency. Turning to the table, we find 
that 125% efficiency gives them 50% bonus on their base earnings. 
Therefore the first man, who earned $26 base earnings would get 
$18 bonus, making a total of $39. He would have more because 
he worked longer than the one who put in 41 hours and who there- 
for, gets $10.25 bonus making a total of $30.75. The leader earns 
alittle more also because his bonus is based on the 2 cents an hour 
more. 
It is interesting to note that the efficiency listed in this bonus 
table pays 1% at only 75% efficiency; so you see the efficiency table 
is determined from long experience on the basis that men are ex- 
pected to make at least 100% efficiency. You pay 10% bonus at 
"% efficiency ; 20% bonus at 100%; and 50% at 125% efficiency; 
andsoon. This table gives you a constant unit cost at all efficien- 
ties over 100%. Whether a man makes 175% efficiency, your unit 
cost is just the same. I can prove it to you if you want to take 
the time. At 90% efficiency your cost increases 1.8% So you see 
when you get below 100%, you study your base rate tables to see 
ifthe men cannot make 100%. At 80% efficiency your cost in- 
creases 8.3% and at 70% it is about 18%. So you see management 
watches the fellows who are making below 100%. Bear in mind 
ilso that the men in the group watch it, too. So you see changing 
your base rates is one method of changing your cost. Your ef- 
ciency does not make any difference above 100%. The men may 
to well and your standard labor cost is constant. You are safe 
ifthe men are working at above 100% efficiency, as long as you do 
lot change your base rate. The earnings have nothing to do with 
your cost. That seems a little odd at first, but I am talking 
efficiency. If you take into account that you are getting 
tuble production, your actual overhead is really half. If you are 
more bonus for the men, you are getting a really better 
‘tual overhead. You turn these savings over into over-absorbed 
and still keep your cost the same way. 
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To re-state the situation, the earnings the man makes can be 
first set by the base rate; and, secondly, by the standard time, 
which is so set that he should operate at least 100% efficiency, 
You may have to work that out with a time study man, so you 
can be sure the men can do that. We have had some startling 
results on that basis. We went into a group making certain 
parts, and we immediately cut 25% off the labor cost. The men 
said it could not be done. So far we have practically cut the cost 
48% over the old piecework rate. Of course we have eliminated 
some of the men, and got them to work more efficiently. It has 
given us a lower cost and given the men more money. 

We have a third thing that earnings are set by. The groups 
ability and willingness to work. That is a big item in the situation, 
That, also, entered into piecework. If a man did not work, he did 
not earn anything, but the company still had an interest in keeping 
up production. Here, we get an incentive, for the man’s earnings 
increase because the group is able to work and wants to work. 

If you would like to know what the cost of a certain article 
will be, you can predetermine your cost as soon as you have your 
standard time set. In a way we accept our standard time as stand- 
ard until we change it by engineering changes, whether in the 
design of the product, the amount of material used, etc. But if you 
are not changing these things, your standard time. is standard. 
You can take your standard time and multiply it by the man’s 
base rate. Suppose we take the group of men earning 45c., 48c., 
50c., and 52c., depending on the man’s ability, his efficiency, and 
the kind of operation he is doing. There may be 100 men in the 
group. There are places for the older men, places for the younger 
men, places for the slower fellows and the quick fellows. It is 
not necessary that there be but one kind of men in the row or group. 
The group is what we are getting at; we are getting group efficiency 
and group interest in the work. So we take the standard time, 
multiply it by the average base rate of the group, and add 20% 
efficiency. We add 20% bonus to get a total 100% efficiency. 
It works out very nicely in that way. 

Under the group bonus plan, fixed costs are secured and 
incentives are given to the men. I am talking labor now. Do not 
confuse this with any other saving you may make. Under the 
group bonus we do secure a lot of savings. Indirect labor opera- 
tions that used to be in the overhead are now placed in the direct 
group, and this direct group often eliminates that from indirect 
operations. Men will do things they used to have a janitor do. 

ey do it themselves and get along very nicely. We have had some 
other men walk back and feed the line and go down to the end 
and take them off. 

Group bonus tends to give an even flow of materials and bet- 
ter assembly methods. You cost accountants are directly interested 
in that proposition, because if you can get an even flow of materials 
and better assembly, you can interest the management in 
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about lower costs. We also get a simple and more accurate fac- 
tory time-keeping system. At the end of each day each group 
turns in a report of the number of pieces made, and we can quickly 

their efficiency. The next morning at 9:00 o’clock we have 
determined the group’s efficiency and the man knows what his 
earnings are. We can go out the next morning and see whether 
this group fell down or kept up to standard costs. If the group 
efficiency fell below 100% the unit cost is increased. 

First we get a simple and more accurate factory cost system, 
and next an accurate, simple check for al! productive and many 
non-productive operations. 

In my office today we are computing a budget for next year, 
both for the entire year and for several months ahead. It is 
not our usual practice to purchase goods beyond four months 
in advance. We also make our budget for the present month 
and three months to come, because we have a firm belief, as all 
sane business men have, that the world is changing and con- 
ditions change. I remember very well we had a speaker come 
to college, and he said, “Go as far as you can see, and then see 
how far you can go.” The same principle is applied in our budget. 
Weare going as far as we can see, and then we will be able to see 
how far we can go. 

The next result of the group bonus plan is a reduction of 
defective workmanship. In my first statement I said we paid 
oly on the good ones that come off the assembly line. They do 
not put defective stuff through; they catch things; they will not 
use them, and that saves the company a lot. We had some depart- 
ments that ran 18% to 20% in re-operation. Group production 
tame into our picture the last year, and we have eliminated this 
question of re-operation in a marked degree. 

High production per man hour. That is absolutely shown. 
We must take an interest in making this an incentive that will 
get out production at a high rate per man hour. We also get low 
uit cost, and we get high hourly earnings for the men. Offhand 
itsometimes seems that the men’s earnings are larger than neces- 
tary. When we get high production per hour and low unit cost, 
we will make more money because as a whole we are getting more 
production, lower costs, lower overhead and better efficiency, and 
lots of things you cannot measure, such as cooperation and a bet- 
ler.spirit in the whole organization, because the man realizes the 
uit at the end of the line will have to be good or he will not be 
paid for it. Therefore he has a keen interest in seeing what he 
makes is all right. 

Then we have a spirit of cooperation, or teamwork, which 
teduces labor turn-over. I was asked tonight whether the elimina- 
tion of a man here and there in the groups does not make for labor 
lurn-over? We do not eliminate men by letting them go out of 

organization ; we may take them out of one group and put them 
some other operation. I am not one of those who advocate that 
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labor turn-over in itself is an evil. We are so close to the Ken. 
tucky hills, and we get many men who lack technical education 
and ability and who cannot do the work. There are some men who 
have so called wooden heads. Some other men have stone heads, 
and we are prone sométimes to give a stone-headed job to a 
wooden-headed man and wonder why he cannot do it. But our 
group bonus does reduce labor turn-over, from the standpoint that 
the men are better satisfied on their jobs. 

Another thing which appeals to us who are working with 
foremen, from an executive standpoint, is that it relieves the fore- 
man of planning to keep the men busy. They keep themselves 
busy. We do not have to do so much planning, because it is the 
leader’s job to get a flow of work sufficient to make at least 100% 
and maintain the standard labor cost. 

Another thing we get is the development of leadership and 
we need it badly. In my work with the National Association of 
Foremen, we know there is a big demand for good foremen and 
a real dearth of them. We can train a man, and soon he is a leader 
of twenty-five, and he often develops into a good foreman, and per- 
haps a good job superintendent or department superintendent. 
Management can watch the efficiencies and take care of the two 
extremes. If you set a rate and the men earn a bonus which is 
off, your standard time is wrong. You must watch the lower end, 
below 100% efficiency so you know whether they are making it. 
If those men are falling down, there is something wrong. If your 
man is not a leader, you have made a mistake in appointing him. 
He has not the ability to set the pace, and you must make a change 
in leadership. Our men are taking care of hundreds of men in de 
partments when heretofore they were busy taking care of fifty 
or sixty. 

From management’s standpoint, you men will say, where are 
you going to make a saving if your standard costs do not change? 
You will find out you can make a saving by reducing your standard 
time, by new methods and new efficiencies. You can go in Wi 
new equipment and re-study your operation. We often find the 
men do the changing. They see the time is out of line and they 
will say, “This is all wrong and we would like to have a new study, 
so we will get a good day’s work.” You have a chance to get your 
saving there. But you can also change your base rate. Suppose, 
as many of our business prophets prognosticate, next year is going 
to be a bad year. You can go into your factory and say to the 
men that conditions are such that costs must be cut to meet com- 
petition. You take two cents off the base rate. Each man just 
makes $2 or $3 less a week. You have changed your cost, and have 
done it by cutting the base rate. We tried that on an operation 
in our own plant. We had some car builders—the men who 
made these beautiful mahogany hand-tooled cars which the steel 
cars of today have largely superseded. Those men had to earn 2 
cents more an hour than the average carpenter should. We se 
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their base rate at 55c., and we set the painters who sprayed on the 
paint at 50c., so we had to have an adjustment. We had a meet- 
ing and got all the group leaders in. We sold them on the idea. 
We cut all the rates to 48c. and 50c. and the group leaders to 52c. 
We were able to hold our costs by setting the base rates at a point 
where they would let us. We find good workmen coming to our 
plant; they are making good earnings and they know we have a 
good layout. We are getting the whole factory group lined up on 
so many hundred per day. We are getting factory cooperation 
we did not get before on piecework. A man could come in and 
get a good price and he wanted to keep the job himself. We found 
the other day on an old job we issued enough production orders 
to cover 250,000 to get 100,000 good pieces. What happened to 
them? Those fellows turned in the old production cards and did 
not do the work. Then they went back and claimed the card was 
lost, so we paid them 2% times on all piecework. We can pay for 
the total product turned out, and our machinery fellows who 
did the job ten days ago get paid when it comes off the line. They 
feel we are interested in these operations and they are interested 
in us, and we get a factory spirit of cooperation; we get good work. 

I might mention briefly that we are getting through the fore- 
and the so-called job foremen a better conception of what 
cost is all about. I think we have done that through getting the 
standard cost idea to them. This group bonus has interested 
them all the way down the line as to what is cost anyway, why we 
must have a profit, why we want to keep a cost standard. We have 
adopted as a slogan this year, “A Better Product at a Lower Cost.” 
That takes into account the question of quality, and if the men do 
not get paid for poor stuff, they are working for quality every 
minute of the day. 

We have taken that up in our Foremen’s Magazine, which I 
would like to take the liberty of mentioning to you. I do not like 
to advertise what we are doing. Our Foremen’s Magazine is 
attaining the size of a regular magazine these days. We are end- 
ing our third year, and are reaching about 6500 foremen in 29 

We are running an article on time study, and we are trying 
to present this problem of costs. We need an article on the selling 
phase of the problem, what the salesman has to know. He must 

production, and all this problem of costs. If lower costs 
tam be had, the product is easier to sell out in the field. If we can 
make a better product, it is easier to sell out in the field. We get. 
ill those phases of the problem and are trying to bring them to 
Peoreman and to sell him on the necessity of knowing all about 
ess. 
I think you men could go home and start off some of this group 
bonus, start something of this kind in your own shop. You probably 
y have time studies; you have information on hand for each 
eration. If you can see your way clear to.creating a group, 
one little group and try that out. Show them how they can 
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make more on the group basis. They will like it, and soon the 
rest of the fellows will say, “Why can’t we have some of this group 
business, it is simple enough.” You probably have some firms in 
Chicago using it. I know the automobile field in Michigan is full 
of it. You are perfectly welcome to come to our factory and we 
will show you all about it. Talk to the men who are operating un- 
der it; and you can go back to your people and say “Our factory 
can certainly save money by creating a standard labor cost.” 

I think Mr. Camman, who spoke last month, talked in some- 
what general terms, and I have tried to bring you something in 
detail so you will see the need of standard labor costs. 

I would like to summarize some of the things necessary if 
you want standard labor costs. You need a simple method of 
figuring the bonus. So many methods have fallen down because the 
men cannot figure their earnings. Some of these bonus proposi- 
tions that pay the men at the end of the year are too far away. 
The men say, “Suppose the company does make any money—why 
should I worry about a bonus after January lst?” The men want 
something they can figure and take home. Some of the plants do 
not stop the machines during the noon hour, so the men can work. 
One man will operate a group of machines, and they take turns 
having lunch and keeping the machines going. 

Secondly, we need a simple way of figuring costs. You know 
this old historical cost method—I hate to ask how many are using 
it. Under it you figure on what happened several months ago. 
Someone mislaid the books and you cannot figure the bonus, and 
you go back and tell the office last July it cost $28. Under our 
method, we can tell you pretty close. 

Group bonus permits us to add up the group costs, and we can 
have costs every week if desired. This can be accomplished rather 
easily because group costs are figured daily. 

Then we need in our standard cost some way to coordinate 
the various abilities of men. Life is full of varieties. I said to 
some one here tonight that there is not a man here whose face I 
would recognize as having seen before; you are all strangers to 
me. We all have different mental talents and we are of various 
types. Industry must make use of them. 

We also need an incentive for increased earnings. It must 
not be all on the factory side. Everybody has to benefit. The 
men feel an interest, and the company benefits also. We get it in 
turn-over; decreased labor in actual labor cost; it shows in over- 
head and better efficiency, and all these intangible things. We 
get elimination of waste, which you men as accountants deplore 80 
much, when you see it. How you men do “kick” about this idle 
time, when you see three men standing around the tool crib 
ing for tools. I used to listen to altercations between the factory 
nd — and the factory production man, and I got it from 

sides. 
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I understand from your chairman that it is customary to 
throw the meeting open to discussion. I will be very glad to 
answer any questions. 


DISCUSSION 


President Wilson: Mr. Tingley has given us all a great deal 
tothink about. Maybe I am the worst cost accountant in the room, 
put I know he has given me lots of things to ask about. However, 
it is my job to give you people a chance to ask these questions 
first. Is there anybody who would like to get further details from 
Mr. Tingley? 

Question: I would like to ask Mr. Tingley how far in his 
organization he carries this plan. In our particular organization 
we have been running the group bonus plan for something like 
seven years. I wonder if he has had any success with everybody 
on it. 

Mr. Tingley: We are operating about 93% group bonus of 
the labor that could be put on the group bonus. We have not tried 
to include our foremen in our group. We still have certain opera- 
tions which eventually we hope to put in the line of production. 
We have taken the man who took care of the stock and brought 
him in, and the man who fed the wooden parts on the truck. The 
man who fills the tank of the car that takes them away is in this 
group. We do not expect our inspectors to be in the group bonus; 
they must be kept out of the group. 

Question: Our plan is just a trifle different. As I under- 
stand Mr. Tingley, you must have time studies on which to base 
your standards. In other words, there are places where you can- 
not measure activities but you can measure results. We include 
every foreman in our bonus plan because we make the result 
responsible for the job. We take those groups who have traffic 

ents. You regulate your traffic conditions and keep the 
traffic cost as low as possible. Consequently if you find out the re- 
sults you want that department to accomplish, you can set up 
standards. In other words, if we tried to cut our traffic depart- 
ment down, the chances are we should increase our traffic costs 
considerably. The way we set the plan up, it does not make any 
difference whether we put on 20 men or take 10 off. We have to 
take every department, even the inspection department and other 
office groups from start to finish. I think if Mr. Tingley is going 
to stay in town I would like very much to have him visit us. I 
think we can get a lot of good from each other. I am going to 
tty to visit his plant next week for an entirely different reason. 

Question: I am sure these men would like to know how you 
standardize your cost department. 

President Wilson: We are talking about labor tonight, and 
there is no labor in the cost department. It is not very often that 
&cost accountant gets a factory superintendent with a chance to 
toss-question him. 
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Mr. Hansen: What do you do about estimating a job prionto 
going into the bonus? 

Mr. Tingley: We have an estimating department that I had 
the honor to start. We began that on the basis of our old time 
studies. We studied operations by blue prints and cost cards. 
Everything in our factory is estimated before it goes into produc. 
tion. We have another thing for which we use this estimating 
department. They tell us what they think the factory Should be able 
to do; they say they should get the cost at a certain figure; the fac. 
tory is supposed somehow to meet it. You might say the estimating 
men are not practical men, but they are. They are time study 
men, men who have had experience in knowing what they are talk- 
ing about. We estimate all our products and we have departments 
now checking actuals and estimates; we take those costs and break 
them down. We go to the superintendent and tell him we think 
this thing is costing too much; we tell the foremen and superin- 
tendent they are not meeting the estimated cost. How do you 
know? We have broken it down into operations. He calls the 
time study man and says either the time is wrong or something 
is wrong with the equipment. Our estimated costs have been sur- 
oe accurate in comparison with what the actual cost should 

. We estimate these things before every operation. Now with 
the group bonus we have figures on our cards, we keep a set of 
cards, and we are able to take these and go back and estimate any- 
thing offering a similar operation. There are lots of men who have 
new ideas, and there are a lot of those things we are trying out. 
We take them into the estimating department and estimate the 
cost. The estimating department is always busy. It is an im- 
portant function in our work because it gives us a standard of 
what the factory can do. You can do that if you have good tools, 
if you keep them in good shape and operate efficiently and have 
a constant flow of materials. 

Question: You say 98% of your workers are working under 
the bonus plan? 

Mr. Tingley: In one plant. 

Question: I would like to know what class of labor you found 
it was not suited for. 

Mr. Tingley: The men who repair machinery, the men in the 
carpenter shop who put up partitions, etc., and the painters who 
keep the place up to date. The janitors are in some of the groups 
and the men who used to be called “truckers” are in the groups; 
but some of these operators, like the repair men, etc., have to be in 
a department by themselves. They maintain equipment, and some 
times the job will take a day and sometimes half an hour. They do 
not figure in our groups. 

I like the idea of your traffic and office departments, and I 
believe some of these departments which have the problem of bring- 
ing in so much material every day can be put on. The traffic de 
partment’s job is to bring in enough to keep that line going. Some 
day we can possibly include the tool repair men. In our a 
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department we have a repair man in the group. He is interested 
in keeping those machines in top-notch order, therefore he is shar- 
ing in the group. We have had to reduce our overhead rates be- 
cause the group bonus has taken lots of this overhead away. 

Question: In starting with the group bonus, do you pay for 
each unit produced by each particular group until you have the 
entire plant on the group plan? 

Mr. Tingley: If we had assembly work for 100 men, we would 
take the first operation and pay them for what they do. Then we 
pass it on to the men who put the side panels on. We pay the men 
who hang the doors. Then the painters are in a group. 

Take a little group that you can sell it to. Begin with a small 
group. Let them make a door, for instance, and pay for the com- 
pleted door. You will soon find they are sold on it and it is no 
trouble to sell a second group. 

Question: Suppose after you got the group started it was 
necessary to put in a new man. Was the group penalized by put- 
ting in the new man? 

Mr. Tingley: The first three days the company pays the man 
a instruction allowance. His pay is not debited against the group. 
The last three days of the week he is in the group and has to be 
carried by the group. If he does not make good they have the 
privilege of referring him back to the department. Sometimes 
they think they need him, and after things are started they find 
they do not need him. 

Question: How do you handle inspectors? 

Mr. Tingley: Entirely on an hourly rate. 

Question: How do they average? 

Mr. Tingley: They do not make as much. It does not take 
ahighly skilled man to do that. 

_ Question: Can you explain how you handle the group bonus 
ina department where you have 8, 10, or 12 separate assemblies? 

Mr. Tingley: It is not a panacea for every operation, but 
you will be surprised how far you can go. There will be some 
departments that cannot be put on. Take the department re- 
treating certain parts. They cannot be paid by the number of 
wits going out. Of course you have to group types of machines. 
You cannot have automatic machines grouped with lathes. We try 
f group machines by operations where the men can help each 
ther. You have to use discretion and you cannot expect to solve. 
il your problems in every department. 

; tion: As to defective work, do the men have to repair 
their own defective work at their own expense? Is that taken 
fom the group and all repaired at once, or do the men take turns. 
faving the group and retreating defectives? 

Mr. Tingley: Suppose we have some defective material and. 
the men have laid it aside because it is defective. They finish up. 
What they can. The floor is full. They finish, and go back and 
tepair this defective workmanship, and clean up the ones they set. 
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off the track. They re-operate them and bring them through. In 
the automatic department the man gets them from the screw ma- 
chines and re-operates them. Sometimes two or three men will 
jump in. They will clean up the defective work and shoot it 
through. It all depends on the operation whether anyone in the 
group can go back and put it through. 

Question: Do you find men staying out of the group and 
working on their old time, or do you find them more willing to 
get the guaranteed time rate? 

Mr. Tingley: Their time is charged to the group. If it is 
defective material, we do not penalize the men; we give them new 
oe They go back to the department that made them. If it 

been worked on the machines, they repair them. 

We have this problem too. We try to group girls, especially 
types of girls that can work together. We may have three differ- 
ent groups of efficiency. Here is the slower group, here is the 
middle group, and here are the speedy ones. A girl who can beat 
the gang does not work, but put her up against some 98% girls 
and they all work better. 

Question: With reference to the attitude of union labor, 
what has union labor to say with reference to this perfect freedom 
of management as to how many shall be in a group, or what the 
base rates shall be, whether it shall be decreased, or whether the 
men shall be dropped? 

Mr. Tingley: Dayton is a non-union town, and I probably 
am not qualified to say what the attitude is in other cities. I can 
see no reason why it has not been successful in Flint. I think 
you will find the union man wants to make as much money as any- 
body else. The labor unions have had their troubles; they have 
had poor leadership. Management has had poor leadership. But 
I think we can feel safe in saying that when a union man can earn 
all he can get, he is not complaining about the wages. We are not 
limiting the men in the group. We say the standard time is half 
an hour; make all you can. The men know it is a reasonable figure 
and they are willing to work that way. The incentive increases 
much faster. The harder they work, the bigger the bonus they 
make. Of course, Dayton being a non-union town, we have had 
no discussion along that line. I am not qualified to speak of the 
attitude of union labor, but because it is operating in a large num- 
ber of factories all over the country, they must be running i 
the union question. 

Question: I might give you our experience in our tool room. 
We tackled that department one of the last, for the simple reason 
we realized we were dealing with about 80% union men. We 
put them on the bonus. They objected to it very strongly. At 
the end of the first month we paid them the bonus. They refused 
to take it. We refused to take it back. At the close of the follow- 
ing month there was not one of these men who came in to offer to 


return his bonus pay. 
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Question: I should like your opinion as to the feasibility of 
applying a group bonus plan to a factory or manufacturing plant 
where you have a seasonal production, and a large force to take 
care of the seasonal production. 

Mr. Tingley: Do you keep this entire force through the sea- 
sonal ws by means of a reduction of the hours of labor, or what 
do you do? 

Siansstion : We practically close down certain places after 
the season is closed. It means that in some places we have a large 
force, numbering several hundred, which only works for six to eight 
weeks or three months. Would it be possible in that position to 
adopt such a plan? Do you happen to know whether any concern 
similarly situated is doing it? 

Mr. Tingley: Our Frigidaire production is very much sea- 
sonal. Our biggest peak comes in May and June. We have to 
reduce the hours of labor, taking off Saturday morning, to hold 
the organization as long as we can in the fall. But we do it this 
way. If we have parallel operations, we can keep one group going 
and cut down another. We cut down to one group and keep it 
through the winter season. If you have to have 300 men part of 
the time and only 100 during the balance, you can keep the 100 and 
keep them going so you will have a nucleus when you spread out. 
You might have to make some allowance for education if the skilled 
men stay in the group and educate the new help. The automobile 
plants have seasonal business. They lay off men, and go back again 
and build up their organization. 

Question: We have the problem in certain places where we 
tlse down the plant entirely, except for the maintenance help, 
and the next season we may import an entirely new force. We have 
been considering the bonus group plan, but we have never found it 
practical. I was wondering if you had found anyone who was able 
to make it work. 

Mr. Tingley: I cannot answer that. 

Question: Have you seen in your organization, or any or- 
ganization, the same group of men employed on alternating posi- 
tions during the day? For instance, some groups of men may 
handle six or eight departments, due to the job being a small one. 
We transfer men from group to group. We find some of our 
painters can paint almost anything. We have to take men off 
me operation and transfer them to another. Of course it takes 
alittle time to learn the operations, and you do not put a wooden-. 

ed man on a steel-headed job. You have a flying squad. 

Mr. Tingley: I think one of the strongest points in the group 
bonus plan is the very flexibility you are talking about. As long as 
the man is in the particular group you are not using a dozen time 
tickets to take care of his time. 

Question: Does the bonus work as well in time of curtailed 
Poduction? When you are laying them off one day, or working 
thort hours, do you find the men will work.as well? 
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Mr. Tingley: We leave the standard time and the base 
rate alone. The men may feel the work is not so urgent, and they 
do not make as many units per hour, but if you have a certain sched- 
ule you hold them to it. There wili be a little falling off, because 
they recognize there is no need of rushing. We find it better to 
cut the number of days down and the men will make a week’s pay 
in five days. The men will slow up a little bit. If we have to slow 
‘a up a little of course it cuts their earnings, but your standard cost 
4 has not changed any. 
Question: If you have a condition where you have over-esti- 
mated your sales volume and you have greater production capa- 


re 


ant 7 city; would you not have to keep production down in line with 
Sint Se sales, and the man would figure he would be the loser at the end 
of the week? 


Mr. Tingley: We are giving the men an incentive well above 
100%. Your cost remains the same whether he works at 150, 125, 
or 100. He is the loser in his pay. You do not have to worry about 

our cost from the competitive standpoint. They get their wages, 
ut the closer they get to 100, the smaller the bonus. 


a Just as the automobile concerns, we like to stabilize production, 
ae but we feel that we want to hold our organization together, be- 


cause to us a skilled group of men is worth just as much as interest 
on a lot of money tied up. When we want production, these men 
will work overtime and they are right at hand because you have 
taken care of them over the winter season. We have carried them 


Se &§ through the winter season, and they know it. I do not know how 
oe far we could go without having to shut things off. If you go iny 
eee through Ford’s plant today, he is running about 50% of his equip- 
ment; but when he is rushing he is running every day and night. opel 
They have not changed their standards, the rest of the stuff is deps 
ag standing still. way 
PS eee Question: I wonder if it would take more time experts than | 
ie” workers to figure out what a man had coming. oy 


Mr. Tingley: If we set a standard time for a style, and if 
they make one style this time and another the next time, you add your 
them all together and get your total group credits. The total time oper: 
spent gives you their efficiency. We have a great many units in stan 
one group, but we pay by the number of units that come off the ha 
end of the track. From the efficiency standards we know if we can me ( 
keep the men on one style of thing all day they can make better 
time. They have the same problem in making shoe lasts; the styles figur 
change. The men have to set the machines up and tear them down. ati 
You have to make some allowances for the time taken in setting up facto, 
and changing over. tactos 

Question: The problem I have in mind concerns, say, @ Pro : 
duction of 250 pieces with 100 different styles. yea 

Mr. Tingley: You must have a job shop. I am afraid it would 
vary too much, unless you found a way to build up that stock and the q 
let the men run a couple of hours. I do not know how it is going es 
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to work as efficiently as where you have standardized materials 
and standardized processes. 

Question: How do you handle the problem of lost time on 
account of shortage of materials? Do you have any complaint 
from the men? 

Mr. Tingley: We have to pay the day rate during that period. 
That is penalized on the purchasing department or material control. 
The men lose their bonus, but we have to pay them the day rate 
during the time they are standing idle. The other day they were 
taking up some concrete and shoved the drill through our cable 
line. The plant shut down that morning and we sent the men 
home. Of course the men were penalized, and the colored man 
went back to work and said, “What hit me?” I do think there is 
an injustice to labor in a case like that. They have to be sent 
home because we cannot give them employment. I think we are 
coming to this status where some day we are going to guarantee the 
men certain wages if they will give an honest day’s work. If the 
company cannot do it, it is a penalization of management if they 
are not efficient enough to keep up a certain guaranty for the men; 
because when a man gets married, and assumes obligations, he 
cannot let the family wait for a couple of days when he is not get- 
ting paid. You will find that in industry as a whole, as I see it 
and as we are working in our national association, that is one of 
the fundamental things, stabilization of employment and profit in 
industry. Those two things must go together. 

Mr. Stiles: Do you keep records strictly on process costs 
in your cost department, or do you have any job costs at all? 

Mr. Tingley: Our cost department relies a great deal for 
operations on service parts that go just so far, on the estimating 
department. They estimate the cost and tell you what it is half 
way through the operation on certain assemblies that we have no 
group cards for. We are getting mostly into group costs. With 
certain things like the cylinder block, we have a group of machines 
and we know how much the cylinder costs. You have the cost on 
your pistons, and on your automatic punch. You still have some 
operations on which you do not have group costs. We can take the 
standard time set by the time study man on that operation, make 
acertain allowance, multiply it by the standard rate, and add 20%. 
We do not have it in the cost department as they used to have 
iton the old piece rate. We know what the cost is, and we can 
it on any group, because there is the efficiency, and there 
is your standard time. We do not need any cost by detailed oper- 
ations any more. We still have some piecework operations in the 
factory. We have those problems that you can adjust in your 
factory, and you probably will never get away from them until 
you are paying for the complete unit, and the foreman gets a 
bonus and the inspector gets a bonus. That will come some day. 

Question: Is your time study man furnished with a copy of 
the estimates ? 
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Mr. Tingley: The copy is available, but not in their files, 
You should go on the basis that nothing is perfect. Before they 
O. K. a cost on a group basis, they consult the estimating de. 
partment to see if it is where it should be. If it is below, it ig 
fine: if above, they go back and see where they have made too 
much allowance and where they can reduce an operation or elimi- 
nate it entirely. 

_ Question: Speaking of obsolete parts, what effect does some 
radical change in design have on the men who made the individual 
parts? For instnce, you said a short time ago that material moved 
through in 15 days from raw material into finished product, 
Naturally you would have some parts ahead of the assembly opera- 
tion. I do not know whether it has occurred in your work, but 
there are radical changes which make some of those parts obsolete 
before they reach the assembly department. What do you pay 
back to the men as a bonus for the parts that do not reach the 
finished product? 

Mr. Tingley: We do not put the change in until the stock 
is balanced. Any parts left over are scrapped. We draw that 
out on a scrap ticket and it is charged to scrap account. We make 
some new ones and bring them through. There are times when we 
have obsolete parts. You can just write them off and nobody 
knows the difference. On some sheets of material you save four 
inches off the edge, thinking you can use it—four inches, and 
nobody wants it. We liave to have some adjustment on it. When 
a change goes through we try to balance our stock; we know it is 
going to come through and we will begin a new style on a certain 
date. We dispose of the old style through the good salesmen we 
have on the outside. 

Question: Are time studies any different from what they 
would be if you were setting up piece-work rates? : 

Mr. Tingley: Our group bonus has demanded a standardiza- 
tion of equipment and better assembling and manufacturing meth- 
ods. Therefore we are able to get as good a time study and not 
allow as much lost time. The machines are in order, the material 
flows through to the next man and he pushes it along. Therefore 
our allowances do not have to be any greater; in fact, I think they 
are closer than when you allowed for a lot of contingencies which 
the men found a way to use. We have very much the same time 
study except that we add it all together, and allow a certain per 
cent of time for sickness and delays. We have an idea of what 
the cost should be and what the men ought to earn. It makes your 
bookkeeping simpler than to have allowances and have to keep 
writing them off. 

President Wilson: It is getting near the hour when some of 
us suburbanites have to catch our train, and I do not want to 
hold this meeting formally too long. We have the room as long # 
we want it. We will continue this informally as long as anybody 


wants to stay. 
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Before closing our formal program this evening, I would like 
to introduce to you a former member, an officer of the New York 
chapter, and one of the deans of standard cost accounting, Mr. G. 
Charter Harrison. 

Mr. Harrison: I certainly have enjoyed hearing Mr. Tingley’s 
most interesting talk this evening. I have always claimed that 
the closer the factory gets to perfection, the less cost accounting 
it requires. The absolutely 100% ideal factory would practically 
need no cost accounting at all. Everything would be standard, 
and we would figure standard costs, and that would be all there 
would be to it. The group bonus plan which Mr. Tingley has so 
admirably described to my mind is a tremendous advance toward 
this business of eliminating the cost accountant. I think some 
of us can see the wonderful possibilities of this plan, considered 
from the cost angle, in eliminating the necessity of keeping track 
of individual operations. 

I was particularly interested in the constant price feature of 
the plan which Mr. Tingley described, because in so many of these 
systems the cost fluctuates and gets us into all kinds of trouble 
with standard costs, whereas with Mr. Tingley’s plan, for 100% 
and over of efficiency your costs are absolutely constant. 

I do not want to take much of your time this evening, because, 
as the president has said, the hour is late; but I would like to 
mention one feature of Mr. Tingley’s plan which appealed to me 
very much, and that was the facility with which you can get daily 
diiciency reports. The cost accountant should be able to tell the 
superintendent tomorrow exactly where he was inefficient yester- 
day. | think this group bonus plan is founded on sound psychology. 
I think it is absolutely in line with our modern trend toward co- 
operation. It makes the work in the factory somewhat similar to 
the teamwork we get in a football game. 

There is one thing I would like to ask Mr. Tingley, and that is, 
with all these savings (I am building a house, and I am interested), 
when are we going to get the price of Frigidaires down? 

Mr. Tingley: You will notice that we cuf the price recently. 
We are hoping to pass on all those savings to the consumer, and I 
think we have done very well with the fine quality which we have 
in it. 

President Wilson: Mr. Harrison tells us we are working 

wrselves out of a job. I know he is absolutely sincere, because 
the thing that brought him out from New York was to become | 
tiles manager of a radio corporation. I have often wondered why 
leever passed up accounting to go into the sales end of the game. 
Now I knew; he saw the handwriting on the wall. 
__ Are there any more things we would like to talk over in an 
formal way? Do not take too seriously what I said about quit- 
ting. There are a lot more interesting phases of this subject, 
ind discussion is welcome. 

Question: Suppose you have an assembly order and the set- 
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ting up of machines requires four or five different operations. Ip 
the manufacture of metal weights an order comes through for 
1,500 for one job. They are different weights, but the assembly 
takes the same time. How would you pool your business system 
on those? 
Mr. Tingley: In our automatic screw machine departments 
we have classified such setting up of machines in group time, 
That is not necessary in the condition you state where the men 
are obliged to change the machines frequently for different weights, 
That probably could still be kept in your overhead, and let the 
group on the assembly line have the benefit of group efficiency, 
If you tried to make allowances and set new rates, you would not 
get efficiency. Probably you could have duplicate machines, so you 
could be doing other things and the group still working. We have 
lots of such things that have been done sometimes in the evening. 
That goes into overhead, but during the day the group is ru. 
ning at top speed. 
Mr. Bennett: Being a great believer in plant visits, I would 
like to have the gentleman invite us. 
Mr. Scott: You are welcome to come to our plant at any time. 
President Wilson: Mr. Woodbury, have you anything to bring 
up on this? 
Mr. Woodbury: My question has already been asked. I have 
been trying to get our men interested in group bonus since I left 
General Motors. We have several hundred different styles and 
sizes of pencils. It is a problem. 
Mr. Tingley: You want to talk to Mr. Hoover and see if you 
cannot get him to reduce the styles of pencils. 

I want to thank you men for making this discussion so lively. 

I came here with the impression that I would give you a very poor 
talk, and the matter would be over in forty minutes. I have en- 
joyed it more than I can say. I am certainly glad I was invited 
up here. 
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